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CASPIAN SEA REGIONAL SECURITY IN THE 21 ST CENTURY)
The emergence of the independent nation-states in the Caspian Sea region at the southern border of Russia in recent years has proven to be one of the most significant geopolitical developments to follow the collapse of the Soviet Union. Long an underappreciated linchpin in the 19 th century great game for control of Central Eurasia between the Russian and British Empires, the Caspian Sea region at the beginning of the 21 st century has become the focal point of much international attention. With the breakup of the Soviet Union, the region surrounding the Caspian has become orders of magnitude more complicated and consequential than it had been when its littoral states numbered only two. Formerly surrounded only by the Soviet Union and Iran, the Caspian shoreline now comprises the independent countries of Azerbaijan, Kazakhstan, Turkmenistan, Russia and Iran. The mid-1990's discovery and confirmation of major inland and offshore oil and natural gas deposits further multiplied the potential for disagreement and conflict not only among the five littoral states, but also among players outside the region. The presence of energy resources, however, also promises economic security for nations within whose borders the deposits are located, new sources of oil and gas for far-flung consumers and potentially huge profits for multinational corporations.
Despite the promise that could be realized with the development of the Caspian Basin, many factors have hindered the advent of political stability in the region. These include ethnic, religious, and clan-based tensions that have left the region's states in turmoil since their independence was established in 1991. This situation has been aggravated by a number of political factors, such as lack of strong national identity, a marked absence of political stability and continuity, and external pressure from a number of external actors seeking to gain access to the region.
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As the demand for energy resources continues to exert major influence on international relations, it is clear that determining the future of the Caspian Basin could prove to be a significant geopolitical issue. As the United States prepares for a possible war with Iraq, an event which some observers believe is motivated at least in part by a desire to install a regime more amenable to addressing Western oil needs, it is clear that the emergence of a significant alternate source of oil has the potential to alter the international political landscape.
This study presents an analysis of the current situation facing the Caspian Basin states and the means by which political stability and security can be attained for the region. First, the discussion will focus on providing the historical and cultural context for the current situation.
Then, the analysis will turn to examining the current legal and political status of the region and its five component states. Next, the influence of a number of external circumstances on the Caspian Basin region will be explored. This will be followed by a discussion of the current status of not only the five nation-states in the Caspian Basin, but also, of several countries outside the immediate region that have significant interests and exert influence in the political and economic landscape of the Caspian region. Current U.S. policy toward the region will then be examined, and finally, in conclusion, a recommendation for the future direction of U.S.
engagement will be presented. Geography and Resources
Forming a natural barrier between the Transcaucasus and Central Asia, the Caspian Sea and its resources connect the two regions to each other, ensuring that no action undertaken by any one regional actor goes without a reaction elsewhere. Although the sea is landlocked, and therefore somewhat isolated from the rest of the rapidly globalizing world, its potential riches are driving its integration with the world economy via an extensive network of oil and gas pipelines.
Standing as the world's largest body of water, the 700 mile long Caspian has an area of roughly 275,000 square miles. Although this considerable area more than qualifies it to be termed a sea, it is relatively shallow in comparison with other similar bodies of water. Fed by a number of regional rivers (the Volga, most prominently), the Caspian is wholly surrounded by land and does not feed any other rivers or bodies of water.
The Caspian is bounded to the north by Russia with a shoreline of 1200 kilometers, to the east by Kazakhstan and Turkmenistan with 1890-and 1770-kilometer shorelines respectively, to the south by Iran with 740 kilometers, and to the west by Azerbaijan with an 800-kilometer shoreline. Shorelines, as will be discussed further, can have much to do with national ownership of natural resources.
The increase in the geopolitical significance of the Caspian Sea Basin over the past decade has largely been due to the emergence of evidence of energy resources believed to be located in the region. To some degree, the process of estimating the true extent of these resources has inevitably suffered due to exaggeration and, perhaps, wishful thinking on the FIGURE 1 parts of interested parties. However, several recent surveys of the region have indicated that there are, indeed, extensive stores of oil and natural gas, as well as other resources, in the area.
Six separate major hydrocarbon basins have been identified in the immediate Caspian region, defined as the sea itself and the contiguous parts of the five countries discussed thus far.
2 Proven oil reserves (considered to be oil and natural gas deposits that are 90% probable)
in the region are estimated at 17-33 billion barrels, roughly equal to those of the entire United
States (22 billion barrels) and North Sea (17 billion barrels), making the Caspian a significant energy source by any accounting. It is the region's possible reserves (considered to be 50% probable), estimated at up to an additional 233 billion barrels, however, that have excited energy producers and consumers worldwide about the potential for significant long-term investment and return.
3 Representing up to three or four percent of available world oil resources, Caspian region deposits won't replace Persian Gulf oil, but they will significantly supplement it. As will be demonstrated below, however, it is the location, extraction and transport of these deposits that promise to provide state and commercial interests with no end of challenges in the decades ahead.
HISTORICAL CONTEXT
Condemned by geography to be a crossroads of conquest, the Caspian Basin has played host to armies and empires for centuries. Arabs, Persians, Greeks, Mongols, Chinese, Turks and Russians all have dominated parts of the region for varying periods. The recent introduction of U.S. forces into Central Asia, while not directly impacting the Caspian, is close enough to have raised the specter among some of yet another foreign invasion. Although each of the five states surrounding the Caspian has a distinct history of its own, the details of which are beyond the scope of this study, some general historical influences are important to understanding current events.
The area surrounding the Caspian Sea has long been a crossroads of social, cultural, and political activity. As a center of trade and cultural exchange, the region has been regarded as one of the chief symbolic boundaries between Christianity and Islam, and this historical dichotomy has continued to manifest itself in many ways. Due to the longstanding political hegemony and close geographical proximity of Russia, as well as the persistent ethnic, tribal and religious factionalization and conflict of the groups inhabiting the Caspian Basin, Russia has long asserted a forceful control over much of the region, either through economic influence, direct governance or military presence.
4

Pre-Russian Influences
The lands surrounding the Caspian were settled in the eighth century B.C. 
Russian Imperial Influences
Ivan IV ("the Terrible") presided over an unprecedented expansion of the Russian Empire to the south and east in the mid-16 th century. Defeating and annexing Kazan and then Astrakhan, he acquired access to the entire Volga River, the Caspian Sea, and Central Asia.
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In the 18 th century, under Peter I and Catherine II (both known as "the Great"), Russia laid the foundation for its empire. Establishing Russia's regional military, and especially naval, preeminence, Peter also modernized Russian diplomacy and bureaucracy. Catherine pushed south to the Caucasus, but her efforts met with limited success in establishing a permanent presence there, encountering the fierce independent nature of the mountain tribes that persists today in places like Chechnya. Still, she laid the basis of trade routes and administration, which would pay dividends in the next century. 
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Although no one in the Kremlin would have characterized it so, Soviet Moscow maintained a colonialist relationship with its constituent republics. Each Union Republic was organized and led by identical Communist Party apparatuses, which emphasized fealty to the center because they were controlled from the center. Those nationalist leaders who determined to exercise some degree of independence found themselves purged in the 1930s, to be replaced by more prudent leaders who were more amenable to Moscow's suggestions.
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Not that Sovietization was all bad. In general, health and educational standards were considerably higher across the Soviet Union than they had been prior to standardization. Soviet propaganda never tired of touting the nationwide 90% literacy rate, although it was also true that national minorities knew less of their own histories than of the "common" Soviet/Russian history.
Kangas puts it well: "This phenomenon [local populations knowing more Soviet history than their own] would become a source of inter-ethnic tension, particularly as the regional populations felt that they were being discriminated against by their Russian 'elder brothers."
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Although centrally planned, the Soviet economy did not distribute wealth evenly from region to region, and the standard of living in the southern tier republics in the Caspian basin was lower than in the industrial, Slavic, heartland. Moscow introduced a system of monoculture in the Caucasus and Central Asia, meaning Kazakhstan was dominated by wheat, Uzbekistan by cotton, the Caucasus by fruit, nuts and wine. Until the Second World War, when industry was moved eastward to escape the advancing Nazi army, industrial development remained low throughout the region, with the notable exception of the Baku oil fields. The wartime transfer to the south and east of entire populations considered unreliable by the regime added to ethnic tensions. The educated minority populace was not blind to this disparity, and despite Soviet insistence to the contrary, realized that it was being discriminated against. As the gap widened with time, tensions on the periphery grew, resulting in unrest that contributed to the ultimate implosion of Soviet power.
Post-Soviet Developments
The arbitrary political boundaries imposed by Moscow on the splintered social, cultural, religious and ethnic groups that inhabited the Caspian region caused much strife that was exacerbated, rather than assuaged, by the collapse of the Soviet Union. 13 Suddenly alone in the world in 1991 after Gorbachev's glasnost' and perestroika led to the dissolution of central power, most of the former Soviet republics were uncomfortable with their newfound independence. Faced with the necessity of constructing government institutions from scratch, some were more successful than others in establishing themselves as independent states.
Chief among their challenges was developing free market economies where no such traditions or expertise existed. Soviet era economic interdependencies and the single source producer system hindered the process and continue to do so today. The Caspian region nations were no exception, some faring better than others. Soon after the dissolution of the Soviet regime, foreign interests began to curry favor in the region, including both governments and corporate interests from the United States, China, Turkey, and Iran, not to mention the continuation of a tenuous but turbulent relationship with the newly democratized Russia, upon which many of these states had long depended for their primary source of economic livelihood.
14 Conversely, Russia began to stake a claim in the region, noting that the billions of dollars in Western investments and infrastructure development that had been given to the Caspian states in recent years should translate into some form of remuneration now that these states were claiming their independence. This belief on the part of the Russian government led to an even more pronounced degree of separatist sentiment on the part of many of the Caspian states which, building on the centuries-long history of antagonism and disquiet in the Caspian Sea basin, further aggravated the already considerable tension and instability within the region. Azerbaijan, agreeing to a median line boundary division of the seabed, but leaving the surface to common use. 17 However, the relatively small gains realized by the three states were annulled by the renunciation of the agreements by other states in the region. Without a lasting solution to the issue of the Caspian Sea's legal status, there is little hope that the full economic 
REGIONAL ISSUES
RESOURCE EXTRACTION AND TRANSPORT
Energy development projects are predicated on a sufficient supporting price for oil and natural gas. As the world price for those commodities fluctuates, so do the prospects of Caspian resources. Because Caspian oil and gas are landlocked, determining the best route for transport of extracted resources is crucial to maximizing the success of the economic development of the region. Many proposals have been advanced in recent years, and some construction has been completed on the transport infrastructure needed to support large-scale extraction and transportation.
Although there currently are Russian (former Soviet) pipelines in the region, the system that Robert Ebel calls "Mother Russia's steel umbilical cord," they do not have the capacity to carry the quantity of oil anticipated to be attainable from the Caspian Basin. Having been built for the specific purpose of transporting energy within the confines of the former Soviet Union, they are ill suited to exporting oil and gas outside the region. 18 While there are a considerable number of potential routes that could be used to facilitate the transport of extracted petroleum and natural gas, only a few of these options are viewed as technically workable in the long-term.
In addition to the three main pre-existing pipeline routes, Atyrau-Samara, BakuNovorossiysk and Baku-Supsa, major transport capacity was added in the summer of 2001 with the opening of the Caspian Pipeline Consortium's (CPC) pipeline running from the Kazakh Tengiz and Kashagan fields to Novorossiysk, Russia, on the Black Sea. The CPC pipeline, while offering significant capacity and bypassing politically unstable Chechnya, nevertheless has the perceived limitation of being controlled by Russia and Kazakhstan. Additionally, CPC oil must be shipped by tanker from Novorossiysk through the already crowded Bosporus Straights, a considerable ecological concern to Turkey.
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From the U.S. and Turkish perspectives, the preferred Caspian Main Export Pipeline route is the Baku-Tbilisi-Ceyhan (BTC) pipeline. Bypassing Russia and Iran, and thereby preventing those states from potentially cutting off oil and gas exports for political reasons in the future, BTC will, when completed, carry oil directly to the Turkish Mediterranean port of Ceyhan.
Criticized by some for being too long at 1038 miles to be commercially viable, the BTC route is the United States' preferred route largely for strategic and not commercial reasons.
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From a strictly geographic standpoint, the most expedient pipeline route would appear to run through Iran to the Persian Gulf, but the U.S. Libya-Iran Sanctions Act precludes American oil companies from participating in any such venture, so for the time being, no pipeline is planned. With an eye to significantly increasing energy demand in India and China, eastward and southeastward pipeline routes have also been studied, but are not currently considered commercially viable and are not likely to be built anytime soon. 21 While there are benefits and disadvantages associated with each of these options, there are considerable drawbacks, as well. So far, no single method of transport has emerged as the clear preference, a fact that may actually suit the multiple involved parties well by supporting the generally accepted tenet that multiple sources of supply and multiple export routes are to the strategic benefit of all oil consuming nations.
ISLAM
Although the majority of the Caspian Basin nations' populations-with the exception of Russia-identify with Islam, those nations have remained largely secular in their orientation.
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Perhaps this is because of the economic stakes involved, and the recognition that ties with the West, at least in the economic realm, require an element of stability. The Caspian leaders have sought to control the occasional civil and religious protests and unrest that have erupted in the region over time, and, for the most part, these efforts have been successful. Overall, the FIGURE 3
economic interests of the states have remained at the forefront, reducing the impact of religious concerns. Islam is both a unifying and divisive force throughout the region, with the Shia versus Sunni split and radicals versus moderates causing friction not only between states, but also within states. Islam provides a regional identification for diverse ethnic groups and clans, acting as a unifying force throughout the region, and can act as a vehicle for reform and change, with emphasis differing in each country.
While religious issues have not played a major role in the negotiations over the export of the region's oil and gas, they have been a constant concern, particularly as the involvement of Western firms and governments has increased in recent years. It has been feared that major pipelines constructed in the region would be vulnerable to attack by any one of the several radical Islamic groups, some of which have engaged in terrorist threats and acts over the last decade. These threats must obviously be taken extremely seriously given the current state of relations between Islam and the West.
A significant concern is the potential for Islamic radicals to disrupt some of the increasingly authoritarian regimes of the region, a concern that has been particularly pronounced since the September 11, 2001 terrorist attacks on the United States. Some regional leaders have pursued increasingly authoritarian domestic policies and are perceived as corrupt and ineffectual, particularly when it comes to managing their economies. With the potential at hand for significant oil profits to begin flowing to those in positions of influence and power, the influence of Islamic fundamentalism may increase if the perception grows that the general populations are not benefiting. Overall, however, the more pressing concerns have been largely economic and political, rather than ethnic and religious, with each country seeking what it perceives to be its just share of the expected windfall from the area's natural resources.
ENVIRONMENTAL AND ECOLOGICAL ISSUES
In the last several years, there has been a renewed emphasis on environmental and ecological concerns in the Caspian Basin. Recently, the Caspian states have begun to collect environmental data and to commission investigations attempting to gauge the potential negative impact of future extraction and transport projects. In addition, international and local nongovernmental organizations have initiated similar studies in the region. Although significantly varied in their scope and methods, most of these studies have come to similar conclusions, finding that pipeline construction could prove to be a danger to the surrounding environment.
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Historically, the Caspian Sea and adjacent lands have been rich in biodiversity and natural resources. However, heavy human traffic in the region and traditionally ecologically unsound trade and agricultural practices in the Caspian Sea Basin have already served to endanger the region's environment. According to some research on the potential threats to the environment posed by oil and gas extraction and transport, there are several specific ecological problems that could emerge from such activity, such as threats to the biodiversity of the ecosystem. Already polluted from decades of ecological neglect during Soviet times, environmentalists fear that the effect of drilling and transport could push the region's water and wildlife resources into environmental crisis.
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One of the specific threats to biodiversity in the Caspian is that posed to a highly lucrative natural resource, which could prove to be a decisive factor in determining the impact of the extraction and transport projects. The Caspian is home to the world's largest natural population of sturgeon, which produces caviar, one of the world's most expensive edible delicacies. The regional sturgeon industry, which produces up to 85 per cent of the world's caviar, has been an economic mainstay of the Caspian Sea Basin for centuries. Sturgeon populations, which are already under enormous pressure from over fishing and illegal poaching, could become endangered to the point of extinction if projected oil extraction plans are not executed with proper environmental safeguards.
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In contrast to the disappearing Aral Sea to the east of the Caspian, the Caspian Sea's water level itself is inexplicably rising, up 2.5 meters since 1978.
26 This phenomenon has led coastal land to disappear at a rate of 1-2 km a year until recently, when the rate of water level increase has slowed. Should the trend continue, drilling sites in low-lying coastal areas and associated pipelines will be endangered, as will ground and seawater resources as coastal wells are inundated with water, resulting in significant water pollution.
No matter which methods of extraction and transport are ultimately implemented and regardless of which geopolitical actors benefit, it is clear that factors sustaining the area's ecology need to play a more decisive role in the development process. The fact that such issues have only recently been heard highlights their relatively minor importance to the involved governmental and commercial interests, leaving much room for improvement. Clearly, without increased cooperation by the littoral states, the state of the environment in the Caspian Sea and surrounding areas will remain threatened. One result considered by many to be a positive consequence of the war on terror is a closer strategic relationship between the United States and Russia. The significant cooperation between the two former adversaries that followed the September 11 attacks has spilled over into areas beyond the initial exchange of intelligence. It is assumed by some observers that when the U.S. approached the governments of Uzbekistan and Kyrgyzstan about establishing bases on their territory, they acceded only with Moscow's tacit approval. Additionally, not only now considered an ally in the war on terrorism, Russia is also moving towards becoming a potential significant source of oil imports for the United States.
27
Clearly, the war on terrorism and its precipitating events have brought to the forefront a number of concerns about energy security in the Caspian region. However, because the conflict is ongoing and will most likely be underway for at least several years, it is unclear what the long-term implications of these developments will be.
CORRUPTION
Another factor that has impeded the progress in the region is the widespread prevalence of governmental and commercial corruption. Corruption in the post-Soviet world is endemic and systemic. With regional government bureaucrats' salaries rarely much above subsistence level, it is small wonder that such an atmosphere prevails. As opposed to the Western view of corruption as a crime, it is sometimes perceived in the Caspian region, as elsewhere in the developing world, as a way of life. The introduction of Western oil money has only fueled the fire. From petty licensing and permit "fees" demanded by local officials to huge outright bribes demanded by top government leaders for access to their countries' resources, Western governments and businesses must deal with the reality of corruption.
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When economic gain outweighs all other considerations in a negotiation process, an atmosphere is created that is rife with the possibility of bribery, coercion, profiteering and other forms of corruption. When coupled with the insufficient regulatory and law enforcement systems in the region, these elements result in a negotiation process so marred by corruption that some foreign investors have cited its prevalence as a major deterrent to investment. 29 Official statements to the contrary, it is not likely that the situation will change in the foreseeable future.
30
NATIONAL INTERESTS
Thus far the Caspian region has been discussed as if it were a monolith, which it is not. to give pause to strategic thinkers in Moscow. The seemingly endless internal war in Chechnya also produces significant anxiety for Russia, given its ethno-religious nature. As one noted observer has stated, "There is no large scale attack threat to Russian territory anymore.
Instead, the security threat comes from the south in the form of Islamic radicalism. And this threat is much harder to defend against than the old threat from NATO or China."
32
Economically, Russia's interests in the Caspian Basin are threefold: to develop trade and economic relations with the countries of the region; the use of their transportation infrastructure; and participation in the production and shipment of energy resources. 33 Of primary interest is the volume of oil and gas that will ultimately be obtainable, a topic of some debate among informed experts. Regardless of the ultimate volume of attainable reserves, their ultimate extraction and marketability will require major international investment, something that can be attracted only by politically stable governments with tolerably uncorrupt business climates. Oil transport issues also figure significantly in Russia's calculus of regional relations.
Pipelines like the CPC that cross Russian territory bring significant revenue from pipeline use fees, even if the oil comes from Kazakhstan and is sold abroad.
A further concern to Russia is that significant numbers of ethnic Russians continue to live in the former republics, particularly in Kazakhstan. The Russian diaspora, while not officially overtly discriminated against in most of the places it is found (with the possible exception of the Baltics, where citizenship rights can be tied to local language proficiency), is certainly not the dominant force it was in Soviet times. In fact, it is unusual now to see ethnic Russians in positions of responsibility or influence in the Caspian states' governments, militaries or business establishments. This gradual loss of power and influence trickles down to ethnic Russians in the general population, with a concomitant loss of social benefits. Although this loss of influence and status is not something that Russian security establishment is in any position to counter, the presence of significant numbers of Russians in these countries nevertheless remains a concern that is at least implicitly expressed to the other successor governments.
KAZAKHSTAN
As a Caspian littoral state with huge proven and potential oil reserves, Kazakhstan's challenge is to ensure its own national security in order to develop its economic resources to its own advantage. A 1992 signatory of the Tashkent Treaty on Collective Security, which was essentially an early attempt by some members of the Commonwealth of Independent States (CIS) to reinstate some of the security guarantees of the former Soviet Union, Kazakhstan in 1996 was also an original signatory to the Shanghai Cooperation Organization (SCO) along with China, Russia, Kyrgyzstan and Tajikistan and joined by Uzbekistan in 1997. With an original intent to provide a forum for frontier disputes, build up trust in the military sphere, and encourage mutual reductions of armed forces in border areas, the SCO has extended its charter to address problems of regional security, although it is not a collective security organization where members pledge to come to the defense of each other. Kazakhstan has thus actively pursued relationships that would enhance its ability to pay attention to economic development without devoting inordinate resources to defense and security. Left with an extremely weak conventional military at the breakup of the Soviet Union, Kazakhstan nevertheless voluntarily gave up its inherited nuclear arsenal by 1995, albeit under economic pressure from the United States, which with Russia and China, guaranteed non-nuclear Kazakhstan's security.
Predicating its national security on the presumption that it had no overt enemies among its neighbors, Kazakhstan was initially able to channel its meager resources and effort into economic development rather than establishing significant military forces. In practice, however, that economic development has mostly meant the enrichment of Nazerbayev and his extended family; the welfare of the people seems to matter very little to Nazarbayev, as evidenced by his lack of commitment to democratic principles. Neither of these considerations, however, has deterred Western oil investment dollars from paving the way for development of the on-shore 
TURKMENISTAN
Turkmenistan's primary interest in the region is how to transport its huge reserves of natural gas to market. A completely landlocked country with virtually no natural resources save gas, Turkmenistan's challenge is to provide for its economic security by integrating itself into the world energy market, while at the same time not allowing financial success, if it does materialize, to destabilize the nation, as it has most other states where oil is virtually the sole source of income. It is difficult to overestimate the importance of energy exports to Turkmenistan's economy. With 80 percent of foreign currency revenues and 50 percent of total budget revenues, energy exports account for up to 50 percent of GDP.
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With such heavy reliance on a single sector, it is clear Turkmenistan must maximize its return, the key to which is pipeline diversity. Geographical realities require Turkmen gas to traverse Iran, Kazakhstan, Uzbekistan, and Russia, or the Caspian itself to get to market. Since the much-touted Trans-Caspian Gas Pipeline, which would carry gas from Turkmenbashi on Turkmenistan's west coast to Baku, is not likely to be completed anytime soon due to disputes over its commercial viability, there remain two primary options, each controlled by other states.
Turkmen gas is currently transported through Iran via the Korpedje-Kurt-Kui (KKK) gas pipeline, necessitating continued good relations with Iran, which also has an economic interest in an uninterrupted flow. The second route through the Central Asia-Centre pipeline that crosses Uzbekistan, Kazakhstan and Russia requires more diplomatic finesse, but as transit countries also collect fees, it is in their interest to cooperate with source nations. Still, while Turkmenistan officially remains politically neutral, it pursues a goal of diversification of gas routes, while some of its neighbors, notably Russia and Uzbekistan clearly have more ambitious geopolitical agendas. 40 Turkmenistan will likely continue to seek alternative routes, including a muchdiscussed route to China, to reduce its dependence on existing routes.
Turkmenistan's professed neutrality raises the issue of whether it is a realistic stance to take considering the neighborhood in which it lives. While the international community would likely respect any country's declaration of neutrality, it is not external states that threaten Turkmenistan's security today. Rather, it is drug trafficking, religious extremism and international terrorism that threaten Turkmenistan's well being from within, dangers which neutrality do little to prevent. Commission funded project of infrastructure improvement projects for rail, roads and ports aimed at developing an east-west oriented trade corridor from Europe through the Caucasus and Central Asia); and diversified oil and gas pipeline routes.
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Post-Soviet Azerbaijan initially attempted to align itself with Iran and Russia, but soon discovered that Russia preferred a strategic partnership with neighboring Armenia. This, in turn drove Azerbaijan to attempt to align itself politically and economically with Western interests.
The major stumbling block for Azerbaijan's relations with the West, and in particular with the U.S., is its ongoing ethnic struggle with the population of Nagorno-Karabakh, an Armenian enclave occupying some 20 per cent of Azeri territory. Article 907 of the U.S. Freedom Support Act, which from 1992 governed U.S. assistance to the former Soviet Union, prohibited any U.S.
aid to Azerbaijan in retaliation for its heavy handed approach to the conflict in the early 1990s.
After the September 11 terrorist attacks, the U.S. Congress authorized President Bush to waive the ban, allowing approximately $50 million dollars in aid in 2002 to flow to Baku in return for its cooperation and assistance in the war on terror.
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Pursuing close relations with the West essentially meant offering access to oil, which
Azerbaijan did with relish, by 1998 attracting more foreign investment per capita than any other former Soviet state and motivating the other Caspian states to step up their own energy operations. Realizing the need to reconcile oil transport routes with geographic reality, Azerbaijan continued to pursue an amiable relationship with Russia at the same time it was wooing investments from the West. Given the economic realities of its status as a former Soviet republic, Russian participation in oil projects and cultural influence, the large number of Azerbaijanis living in Russia, and the continued presence of a strategic former Soviet radio locating station, now leased by Russia, on its soil, Azerbaijan is inextricably tied to Russia, even as it attempts to enter the West's orbit.
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IRAN
Until 1991, Iran paid scant attention to its stable northern border with the Soviet Union.
In the past decade, however, much has changed, and the Iranian Caspian region, with its three new national borders with Armenia, Azerbaijan and Turkmenistan, has become a priority for
Iranian foreign policy and economic interests. Iran considers political instability in the Caspian
Basin a threat to its national security interests and desires strongly to contain it through diplomacy. By improving relations with its contiguous and regional neighbors, Iran seeks to develop new markets for its own manufactured exports, buy raw materials for its own industrial use, and find new partners for cooperation in the energy sector.
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So far, the United States has more or less successfully contained Iran's influence in the region, which it has long considered a threat to its own strategic and economic interests. China pursues its interests in the region in a non-confrontational and cooperative manner, particularly with respect to the region's former hegemon, Russia. The Shanghai Cooperation Forum (SCO), which has grown out of the original "Shanghai Five," founded on China's initiative in 1996, now comprises China, Russia, Uzbekistan, Tajikistan, Kazakhstan and Kyrgyzstan, originally bound together as a confidence-building measure in which member states could cooperate on border delineation issues. In 2001, the organization added Uzbekistan to its roster and officially renamed itself the SCO, declaring itself a regional forum and pledging to forge stronger ties between member states while providing for the collective security of Central Asia. Thus far the SCO has not proven to be a particularly strong or proactive organization, taking no position at all on the U.S.-led war in Afghanistan, for instance, but with time and possible expansion, it has the potential to be a significant player in regional affairs.
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China is the Caspian's second largest trading partner after Russia, but the volume of trade between China and the region remains relatively small. The lack of a developed transportation infrastructure is a significant hindrance to the growth of regional trade; hence that infrastructure is a subject of development, with roads and railways receiving attention and investment where possible. Major projects include building a road linking China and landlocked
Tajikistan and a major rail line between western China and Kazakhstan as part of the TRACECA project, called by some the "New Silk Road." In the long run, however, it is the construction of the Kazakhstan-China oil pipeline that will prove decisive in linking China and Central Asia in an economically strategic manner by reducing China's dependence on Middle
East oil, which is vulnerable to Persian Gulf, South China Sea, or Taiwan Straights conflicts.
That pipeline is equally important to Central Asia's political and economic security in that it supports the strategy of multiple route transport for energy exports and ensures China's interest in safeguarding peace and stability in the Caspian region. Turkmenistan, and Kazakhstan, while pointedly skipping an opportunity to visit energy-poor Uzbekistan and Kyrgyzstan. 53 With its primary interest in the region being commercial, Turkey has focused its efforts on energy production and transportation as both a participant and a buyer. With its internal energy demand skyrocketing, Turkey sees Caspian oil and gas as a major source of diversification of energy providers to fuel its future economic growth. A major issue, recently resolved, has been that of the Baku-Tbilisi-Ceyhan pipeline (BTC). Initially (and still) criticized for inadequate reserves and high cost, with construction now underway, the BTC will eventually pump Caspian oil across Azerbaijan, Georgia, and Turkey to the Turkish Mediterranean port of Ceyhan, thus obviating the need for additional tanker traffic in the already overcrowded Bosporus, an environmental danger of considerable concern to Turkey. 54 Turkey's natural gas consumption is expected to triple in the next decade, forcing it to seek diversification from Russian gas, which is currently transported through the Balkans and more of which will be shipped via the planned Blue Stream pipeline under the Black Sea. Iran and Azerbaijan look to be promising alternatives to Russian sources, as do Turkmenistan and Kazakhstan once pipeline infrastructure is in place. 55 This interdependence highlights the need for Turkey to maintain good relations with states throughout the region if it wishes to avoid winter gas shortages as it has experienced in the past.
Turkey does also have geopolitical interests in the region that extend beyond purely economic considerations, however, primary among them being ensuring a peaceful border with Armenia and Georgia, as well as with Iraq and Iran. With a substantial Kurdish minority population in its southeast, Turkey is eager to prevent conflict throughout the region to avoid a drain on its military and economic resources. 56 Turkey is also anxious to cooperate with Russia on both security and energy issues, its search for independence in the latter notwithstanding.
Turkey's economic links to Russia have grown exponentially in the past decade, and it seeks to foster a positive bilateral relationship in other areas in order to promote the economic dimension. Long a linchpin on NATO's southeast flank, Turkey will remain a bridge between Europe and Central Asia, while at the same time it seeks to secure its own interests to maximum advantage.
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U.S. CASPIAN REGIONAL POLICY
From a geopolitical standpoint, the United States has a strong motive to continue to support the autonomy, sovereignty, and self-rule of the Caspian states. Despite some concerns over the governmental integrity and human rights records of the states in the Caspian region, the United States still has a vested interest in minimizing the scope and strength of the sphere of Russian influence. 58 U.S. goals in the region differ little now from what they were in 1998, as stated by a U.S. official, who described them as consisting of: a) strengthening the independence and prosperity of the new states; b) encouraging economic and political reform; c) mitigating regional conflicts by building economic linkages between regional states; d) bolstering the energy security of the U.S. and its allies and regional states by ensuring the free flow of oil and gas the world market; and e) enhancing commercial opportunities for U.S. and other companies. Russia that it did not seek undue political and/or economic influence in the Caspian region. In fact, many of the private industry initiatives that the U.S. government supported in the region also benefited Russia, such as the refurbishment and improvement of a portion of the region's crumbling transportation and extraction infrastructure. However, since the attacks of September 11, the relationship between the U.S. and Russia has grown much closer, and although there is still not universal agreement on strategy and tactics in both the commercial and geopolitical realms, the two former enemies now cooperate on an unprecedented scale. Indeed, Russia was understandably initially alarmed at the introduction of U.S. military forces into the region, but its leaders soon acquiesced and at least did not publicly oppose the deployments. This is a mutually beneficial relationship, bringing the U.S. partners and allies in the war on terror-and new sources of energy supply diversification-and giving Russia international legitimacy in its own counterterrorist struggle, markets for its energy exports, and investment for its aging infrastructure. In the long-term, these developments will not only produce economic gain for foreign investors in the Caspian Sea Basin, but they will also provide Russia and other Caspian states with the means by which to generate their own sources of sustainable income. While it cannot be claimed that the actions of the United States in the Caspian region have been wholly selfless, without any hope for future gain, neither can it be claimed that the United States' involvement in the region has been wholly exploitative and self-serving.
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While the September 2002 National Security Strategy of the United States (NSS) does not extensively address the Caspian region, it does specifically mention it in the context of enhancing energy security: "We will strengthen our own energy security and the shared prosperity of the global economy by working with our allies, trading partners, and energy producers to expand the sources and types of global energy supplied, especially in the Western
Hemisphere, Africa, Central Asia, and the Caspian region." 63 (emphasis added). Other points the NSS makes can be extrapolated to apply to the Caspian as well as other regions throughout the world. Thus, when the President asserts that, "The United States will champion aspirations for human dignity; strengthen alliances to defeat global terrorism and work to prevent attacks against us and our friends; work with others to defuse regional conflicts; prevent our enemies from threatening us, our allies and our friends, with weapons of mass destruction; ignite a new era of global economic growth through free markets and free trade; and expand the circle of development by opening societies and building the infrastructure of democracy," 64 he is speaking of U.S. relations with many of the world's regions, including the Caspian.
Implementation of the NSS in the Caspian Basin has taken the form, among others, of an active military engagement policy aimed at prosecuting the U.S. war on terrorism. As part of the strategy employed in Operation ENDURING FREEDOM, the successful U.S. campaign to oust the Taliban from Afghanistan, the U.S. military's involvement in Central Asia and the Caucasus expanded to include: forward basing in Uzbekistan, Kyrgyzstan and Tajikistan; access to airspace and restricted use of bases in Kazakhstan and Turkmenistan; a train and equip mission in Georgia; assistance for border security in Azerbaijan; and coalition-building by high-level visits to Central Asia; intelligence sharing; and increased security assistance.
CONCLUSION AND U.S. POLICY PRESCRIPTION
Since the collapse of the Soviet Union in 1991, the Caspian Sea region has been at the center of intense international interest. The West, and particularly the United States, has played an important role in the region, encouraging political stability, facilitating the transition to democracy, and investing in economic infrastructure. As a result of these efforts, the United States has thereby helped itself by diversifying its energy sources and engaging nations whose cooperation is now critical in the war on terror. Over the past decade, there has rightly been both criticism and praise for the United States' actions in and policies toward the Caspian region. Of course, whether U.S. policy is enlightened or exploitive depends on whom one asks.
Criticism ranges from the usual charge that the United States pursues a unilateral, heavyhanded policy, to accusations of naked economic self-interest, particularly with respect to energy deals. Some observers, however, give the United States higher marks for multilateralism and less selfish motives in encouraging regional economic cooperation in the energy sector.
As the National Security Strategy makes clear, the United States' first priority is to "defend the peace by fighting terrorists and tyrants." It continues, "We will preserve the peace by building good relations among the great powers. We will extend the peace by encouraging free and open societies on every continent." 66 These three points can and should be directly applied to U.S. relations with Caspian states. The United States should continue to forge with the Caspian states-large and small-positive relationships that enhance regional stability, encourage their full participation in the world economy (or at least world energy markets), and encourage these countries to fully cooperate with the United States in the war on terrorism, wherever necessary.
The United States should ensure that its Caspian policy combines encouragement for future economic growth with practices that will promote regional modernization and human rights protection for its countries' citizens. In order to avoid charges of imperialism, policies should be developed from a framework of respect and understanding of the cultural and historical characteristics of the Caspian and Caucasus region. It does no good to act purely out of self-interest. The United States unquestionably will benefit significantly from the development of the Caspian region's natural resources, but these benefits cannot be achieved or sustained in the long-term without first having secured political, economic, and social stability in the Caspian Sea states. 67 In the long run, the results of U.S. policy initiatives will be enhanced greatly if partner nations in the region perceive that they are also profiting from the relationship.
The primary importance of adhering to the rule of law, in particular, should be strongly encouraged in all current and future dealings with the region. Even while respecting cultural and historical differences, the United States should not allow itself to be seen as blind to corrupt government dealings that are so prevalent throughout the region. As such, the rule of law must stand as a nonnegotiable principle upon which all future U.S. policy pertaining to the Caspian region is predicated. Many practitioners rightly point out that this is easier said than done, and that, particularly in the war on terrorism, the ends should justify the means. This may seem to some like a logical and pragmatic approach, but it is shortsighted and will not yield the long-term dividends that U.S. policy seeks. The United States should also resist the temptation to pursue a unilateral policy of self-defense and preemptive attack against terrorist groups and regimes.
Such a strategy would likely raise regional suspicion of American intentions and erode support in both Moscow and Beijing, perhaps even prompting them to work against the United States in the region. Reliance on a multilateral approach whenever possible, however, should encourage cooperation among Caspian militaries to work in concert with U.S. interests, thereby reducing the burden on already stressed U.S. military resources.
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A primary behavior motivator in under-developed, oil-rich economies is personal greed, often on the part of national leaders, but, in the economic realm, U.S. foreign assistance should emphasize the need to re-invest in the regional infrastructure and economy. U.S. aid, for instance, should be channeled to areas that benefit the general population, not just the ruling elites. Insisting on this will assist the region in creating the broad economic base that is necessary for the Caspian states' eventual entry into the global economy. This, and the earlier mentioned need for insistence on the rule of law and integrity in business dealings, will go a long way in preventing revenues from foreign investment from being misused, leading to situations in which corrupt governments drive their countries down the same path of other failed single-source oil economies such as Nigeria and Gabon. Strong U.S. policy in support of longterm economic stability and development in the region will prove to be beneficial to all involved parties over the long-term.
The need for a long-term approach cannot be overemphasized. It is through promoting long-term regional economic growth that the United States will counteract the poverty that leads to instability that allows Islamic extremism to take root and present itself as an alternative.
Additionally, by linking states' human rights records to economic aid, we will encourage behavior that bolsters, rather than diminishes, local populations' confidence in their own governments and in international institutions.
A long-term approach to regional military assistance is also imperative. would attack Western economic interests, but also on the very clear understanding that militaries are most effective when they are not used to repress their own populations.
The current widespread perception that the United States is willfully acting on its own in the war on terror will hinder the future success of regional development if it is not counteracted with a meaningful multilateral approach. The United States must always be ready and able to act on its own as a last resort when necessary to protect its own security, but in the long run, benefits will accrue more readily to us if we demonstrate a willingness to work with other nations to achieve our common security goals. In this regard, U.S. Caspian policy should take into account the interests of all regional players, especially Russia, which arguably has a stronger interest in Caspian regional affairs than any outside actor. All regional governments should be encouraged to cooperate on border security and regional trade issues, pipeline construction, impeding the proliferation of weapons of mass destruction, and international drug trafficking.
The search for an effective, integrated U.S. regional strategy will be a long and difficult one, but it will be worth the effort. It must be integrated functionally, i.e., employing all the elements of national power, as well as geographically, taking into account the distinct characteristics and priorities of each of the Caspian states, as well as making all the pieces fit into a coherent whole. No part of the strategy should take precedence over another. The war on terrorism, the need to diversify energy supplies, and encouraging regional stability must all be synchronized. The situation in the Caspian Basin provides a significant opportunity for the U.S. to address these issues. Through targeted policymaking, infrastructure development, economic and military assistance, and private investments that support not only the extraction and transport of Caspian oil, but also the stability and sovereignty of the littoral states, the United States will make significant progress in the war on terror, achieve energy diversification and security for itself and the region, and provide for long-term stability and development in a critical part of the world. If these policy approaches can be implemented and sustained over time through successive U.S. administrations, the return on investment will be significant, not only for the United States, but for the world.
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